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EDITORIAL DEPARTMENT NOTE 


With approximately 20 to 25% of the national income being diverted 
into government channels through federal, state and local taxes, and 
with public expenditures exceeding incomes from taxes and other 
sources the a of accounting for the taxpayers’ money becomes 
a problem of vital importance. The necessity for accountability and 
control in this field has been recognized by the presentation in 
N. A. C. A. publications of several articles dealing with governmental 
accounting. The 1933 Year Book contains a complete section dealing 
with Municipal Accounting. Recently, articles have been published 
dealing with budgeting and accounting for the federal government, 
accounting for the T. V. A., and the use of budgetary control by 
counties. In this Bulletin we are presenting two articles showing how 
various phases of municipal accounting have been improved by the use 
of mechanical accounting equipment. 

The first of these articles describes the improvements made in the 
accounting methods of the City of Cincinnati, which has recently 
earned the reputation of being one of the best-managed cities in the 
United States. The author of this paper, M. F. Hoffman, has had a 
variety of experience qualifying him for the work he is now doing. 
Starting in 1906 as Revenue Supervisor for the Cincinnati & Suburban 
Bell Telephone Co., he became in 1923 Traveling Auditor for the 
Famous Player Lasky Corporation. Then followed experience with 
the Fashion Wear Shirt Co., as Office Manager, with Henry Disston’s 
Sons as Chief Accountant, and with the Cincinnati Bureau of Govern- 
mental Research as Research Assistant. In 1931 he became Commer- 
cial Superintendent of the Cincinnati Water Works, the position he 
occupies today. 

Our second article deals with the application of machine methods to 
accounting for direct relief expenditures. Lawrence G. Flick, the 
author of this article is a graduate of Brown University. After 
serving as a Captain during the World War he became an Industrial 
Engineer with the U. S. Rubber Co. in 1919. Then followed engage- 
ments as Factory Manager of the American Wringer Co., as Western 
Sales Manager of the Automatic Gold Chain Co., and as Director 
of the Methods Research Department of the U. S. Rubber Co. In 
1931 he assumed his present position as Branch Manager for the 
International Business Machines Corp. 
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THE MODERNIZATION OF MUNICIPAL 
ACCOUNTING 


By M. F. Hoffman, Commercial Superintendent, 
Department of Water Works, Cincinnati, Ohio 


'|MHE problem of reduced revenues and increasing operating costs, 

has made the subject of municipal accounting of vital import- 
ance. Municipal finance officers are confronted with the difficult 
situation of making the reduced value of the tax dollar render 
more service than ever before. Since financial control is essential 
to this objective, the field of municipal accounting has been given 
considerable study for modernization. 

Private industry has had a decided advantage through the initi- 
ative of business executives. Public utilities corporations have 
been required to maintain standard accounting procedure to com- 
ply with the requirements of public utilities commissions and the 
Interstate Commerce Commission. This work has been facilitated 
by the retention of experienced accountants for a long period of 
time, these employes becoming more and more valuable as their 
efficiency has increased. 

On the other hand, in the municipal field there have been so 
many changes and the stability of employment has been so inse- 
cure, that comparatively little has been done toward modernizing 
accounting procedure. Administrative officers, elected for a period 
of from two to four years, have been unable to accomplish desired 
changes during their tenure of office. By the time they have famil- 
iarized themselves with the duties of their offices generally, it be- 
comes necessary to devote their effort to: re-election or reappoint- 
ment. 

The more progressive officials, however, have taken advantage 
of the services of organizations in the municipal and governmental 
research field, most prominent of which are the bureaus of gov- 
ernmental and municipal research, bureaus of efficiencies, and 
certain taxpayers’ organizations. 

The staffs of these civic bodies are comprised of experts in their 
particular fields of research. The bureaus are supported by un- 
biased civic-minded business men and are strictly fact-finding 
agencies, offering only constructive recommendations for the im- 
provement of municipal procedure. 
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Requirements of Municipal Accounting 

The volume of municipal financial transactions has reached 
gigantic proportions. The complexity of these transactions chal- 
lenges the best methods of accounting. 

The municipal accounting system must go farther than the mere 
recording of financial data. It must provide essential information 
for the guidance of executive and administrative officers, for the 
legislative body and for the public who must have a frank state- 
ment of the stewardship of its officials. 

It is generally known that revenues from tax collections are used 
for the general operation of the municipality. Bonds are issued 
for specific projects. Other receipts, such as gasoline and motor 
license taxes, are used only for purposes restricted by statute. 

Since an operating budget is based on anticipation of these re- 
ceipts, it follows that a budgetary control is a vital part of the 
accounting scheme. Provision must be made for fund accounting, 
so as to show the relationship between appropriations authorized 
for functional operations and expenditures actually made for the 
purposes intended. 

The centralization of accounting under one fiscal officer has 
been proved to be most effective. The maintenance of the general 
ledger in that office, with a double-entry system, assures absolute 
control of all transactions, whether the accounts are kept in one 
office or several. It is necessary, however, that all accounting 
should be coordinated and unified, and this can be accomplished 
only under the supervision of one responsible officer. 

In municipal procedure no expenditures can be made until the 
fiscal officer has certified that such funds are available for those 
particular purposes. These certifications (and later liquidations 
of these certifications by actual payments) comprise the bulk of 
a municipality’s financial transactions. The centralization of ac- 
counting in this fiscal official’s office, therefore, gives him absolute 
control of all financial operations. 

There are two methods of municipal accounting: i.e., the cash 
method and the accrual method. The former deals with receipts 
and disbursements, regardless of the period covered. No provision 
is made for depreciation and obsolescence, as these items are pro- 
vided for in the annual budget. The accrual method follows more 
closely along commercial practice. Reserves are set up for depre- 


852 


j 
| 


April 1, 1935 N. A. C. A. Bulletin 


ciation and obsolescence, and expenditures are charged for the 
period covered by the transaction. 

Theoretically the latter should be the better method, but in ac- 
tual experience it has proven the other way. Those cities operating 
under the cash method have been enabled to keep their expendi- 
tures within their income, curtailing services, if necessary, but 
completing their fiscal periods with balanced budgets. On the other 
hand, where accounts were kept under the accrual plan, munici- 
palities found themselves in a difficult situation, particularly dur- 
ing the past four years. Expenditures were authorized upon the 
basis of anticipated income, and it is a sad story indeed as to how 
short this income fell below expectations. It is for this reason, 
mainly, that cities like Detroit and New York were in such dire 
financial straits. 

It is well to note that the state, being the sovereign body, en- 
deavors to prescribe uniform accounting procedure for the cities. 
The state supervision of municipal accounting is for the purpose 
of obtaining standard financial reports, through its representatives 
in the various cities, and to see that all revenues and expenditures 
are treated legally in accordance with statutes governing the func- 
tions and objects for which these transactions were made. This 
has placed certain restrictions upon accounting improvements, but 
it has been demonstrated that modern methods may be adopted 
and still meet with the requirements of the bureau of uniform 
accounting of the state. 


Application of Modern Accounting to City Auditor's Office 


Among the first of the many successful installations made in 
Cincinnati was the centralized accounting system in the auditor’s 
office. Prior to July, 1928, there was a large staff maintained in 
the auditor’s office and each of eighteen departments had its own 
bookkeeper. 

At the beginning of the year, each department was advised of 
the amount of its appropriation, and as incumbrances and ex- 
penditures were made they would charge against those appropria- 
tions. While the auditor’s office maintained the control, the depart- 
ments were expected to agree with the auditor’s balances. How- 
ever, this was rarely attempted, as the close of each year found 
the department starting with a new total for the ensuing year. 
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The result was lack of harmony between the departments and the 
auditor’s office and a morale which certainly did not call for in- 
spired initiative. 

After an exhaustive study and consideration of the many de- 
vices used in mechanical accounting, it was decided to install the 
tabulating machine method to keep the accounts for the City of 
Cincinnati. 

The appropriation and expenditure accounts were coded and set 
up in the general ledger. As orders for expenditures are received 
by the auditor, if sufficient funds are available for that expendi- 
ture, the order is certified. A tabulating card (Exhibit 1) is 
punched showing all pertinent information as to the incumbrance. 

Later, when the incumbrance is liquidated through the payment 
of the amount due, the same card is used to show the expenditure. 
All orders on the auditor for certification and expenditure are 
treated in his office up to three o’clock. This permits of the cards 
being punched and tabulated to show incumbrances and expendi- 
tures against the appropriation, so that early on the following 
morning it is possible for the auditor to prepare a complete finan- 
cial statement. This is done daily. 

The cards which are used for the certification and expenditure 
record are accumulated for the month. Immediately after the busi- 
ness for the last day of the month has been completed, these tabu- 
lating cards are assorted into departments, divisions and func- 
tional expenditures, and listed to show the original amount of 
the appropriation, the amounts of certifications, expenditures, and 
the net unincumbered balances. These statements are in the hands 
of the department heads by the third of each month. 

This procedure has eliminated departmental bookkeepers, pro- 
vides the City Manager with an accurate picture of the City’s 
financial position at all times, keeps department heads advised as 
to their financial operations with such promptness that necessary 
steps can be taken to revise the operations program immediately, 
and has resulted in a large economy in cost of operation. 

This system proved to be so efficient that it has been adopted in 
the County and in the Board of Education offices. 

Incidentally, it is well to state here that no bias is intended for 
any particular mechanical equipment. While remarkable success 
has been attained with tabulating machines, other cities have done 
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as well with bookkeeping and other accounting machines. Here, 
however, centralization has been perfected to so great a degree as 
to permit of the use of this equipment for other than general ac- 
counting purposes. Among these are its use in the Police Depart- 
ment. Cards are punched for each case treated in Municipal Court, 
showing time of arrest, district, nature of misdemeanor, character 
of person arrested and disposition of case. This data is of incal- 
culable value to the Regional Crime Committee. 


Application to Department of Public Works 


A cost accounting system has been recently installed in the De- 
partment of Public Works. Where formerly reports of work com- 
pleted were merely approved and filed, they are now used to prac- 
tical ends. 

Tabulating cards are punched to show the date, number of man 
hours, rate, job or project, material used, and equipment. The ex- 
penditure for wages agrees with the payroll, the recapitulation of 
materials used must check with the stores account, and the equip- 
ment cost completes the job cost where it may be compared on a 
commercial basis. 

Monthly reports are prepared which show the various streets 
repaired, nature of work done and the unit cost of each type of 
repair. Garbage removal and incineration, snow removal, sewer 
repairs and other special work are also reduced to unit costs. These 
reports are all completed in the auditor’s office by employes of the 
Public Works Department and this data permits of the preparation 
of a real work program. 

A division of the City Department of Public Works is known as 
Division of Municipal Garage. Here it is that all municipally- 
owned automotive equipment is serviced and repaired. A job cost 
system, and a perpetual inventory system for gasoline, oil and tires 
against which tickets are issued for these commodities, provide a 
means of keeping an accurate operating cost of each motor vehicle, 
Monthly cost statements are tabulated and a record maintained 
for each car. Taking into consideration the manifold uses of equip- 
ment by the various departments, here is provided a means of 
checking waste and extravagance. It also shows which type of 
car can best be used for various functions. 


856 


q . 
‘ 
| 
| 
| 


April 1, 1935 N. A. C. A. Bulletin 


Application to Offices of County Auditor and County Treasurer 

Tax bills are prepared in the offices of the County Auditor and 
County Treasurer. The tax duplicate (which corresponds to the 
accounts receivable ledger) is revised from year to year, in ac- 
cordance with changes made, and the tax bills are copied from this 
record. 

For more than forty years both the duplicate, which shows the 
name of the taxpayer, address, legal description of the property 
and valuations, and the tax bills were written out in pen and ink. 
Taxpayers were required to call at the Court House for their bills. 
This antiquated procedure certainly was not conducive to prompt 
payment, and as a result delinquent taxes amounted to a consider- 
able sum. 

The first step to modernizing this work was a survey which 
recommended close cooperation between the two offices, with the 
use of mechanical equipment which eliminated duplication of 
effort. It was found that the use of the addressing machine obvi- 
ated all the annual pen and ink transfers by skeletonizing the tax 
duplicates and bills with all information excepting the amount of 
tax. Tabulating machine cards are punched for each parcel and 
completed with the amount of tax, after the tax rate has been 
certified. These cards, together with those already punched for 
special assessments and delinquent taxes, are then used to com- 
plete the tax duplicate and bills, the control for the latter thus 
agreeing with the total of taxes receivable. The bills with return- 
able stubs attached are mailed with self-addressed envelopes en- 
closed for remittances. This practice has expedited collections 
materially. 

In those districts having only one taxing unit this work may be 
completed by the use of the addressing and billing machines, as all 
receipts are credited to that unit. In Hamilton County there are 
ninety-eight different tax rates, due to overlapping township and 
school districts, and collections must be distributed to each dis- 
trict. For that reason it was found that tabulating cards were the 
best means for billing and distribution. 

As payments are received, the cashiers balance their receipts 
against returned stubs and these stubs are then used for removal 
of the punch cards from the file. The total of the cards is proved 
with the cashiers’ stubs, after which they are sorted into general 


857 


| 
| By: 
| 
| 
| 
| 
= 
a 


N. A. C. A. Bulletin April 1, 1935 


taxes, current and delinquent, and special assessments, current and 
delinquent. These are then listed on remittance sheets, tying in 
with the total cash receipts, after which payments are posted from 
the sheets to the tax duplicate. The special assessments are then 
broken down into project numbers, of which there are several 
hundred, and a total taken off for each. 

The use of this equipment has expedited the work of these of- 
fices to the extent that Hamilton County is always first in Ohio 
to report settlement of taxes to the State Auditor. It has further 
resulted in substantial economies in cost of operation and, since 
the County Auditor is the fiscal officer for the County, has per- 
mitted of the adoption of its use for the general accounting system. 


Application to Department of Water Works 


Last but not least we come to the rather peculiar situation which 
existed in the Department of Water Works. Antiquated methods, 
an excessive personnel, and the fact that it was the only self-sup- 
porting department in the municipal government, militated against 
revisions. 

Meters for consumers were read monthly and these notations 
entered on field record cards. Upon their return to the office they 
were transferred to an office ledger card. Bills were rendered 
monthly from these readings and the bills prepared on non-adding 
typewriters. Ledger sheets were completed simultaneously with 
the bills by means of carbons. The ledger sheets were stamped 
only with the folio numbers, representative of the accounts and 
the bills matched with those folio numbers. The sheets were totaled 
for control purposes. 

Payments received daily were posted to the ledgers, with no 
proof taken at the time. The ledgers were balanced at the close 
of the billing period, and if an out-of-balance resulted it was neces- 
sary to check the entire month’s transactions. As bills were ren- 
dered monthly, the balancing period was completed so late as to 
preclude the possibility of carrying delinquent balances forward to 
the next month’s bills, thus creating considerable confusion in the 
collection of accounts. 

Further study revealed that two-thirds of all consumers were 
being billed monthly, on which accounts the revenues approxi- 
mated $1.08 per month or less, and on these accounts the billing 
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and collection cost was 40% of the revenue. This startling dis- 
closure suggested the feasibility of changing to a quarterly basis, 
eliminating the duplicate office record, and abolishing the ledgers, 
all through the installation of mechanical equipment adapted to 
the stub plan of consumers’ billing and accounting. 

An automatic addressograph, purchased a short time previous, 
was remodeled to accommodate a three-part bill; namely, an office 


OFFICE RECORD 
ome C-3 
BILL TO TURNKEY ware 

1935 
AMOUNT consume | PRESENT READING 
JAN@2 23 30 353 

340 
Exursit 2 


IF PAID BY CHECK 
OR MONEY ORDER, 


ro DEPARTMENT OF WATER WORKS, on. RETURN, 


REMITTANCE BY 
144 City HALL—CINCINNATI, O, 


OFFICE HOURS: A. M. TO 5 P. M. 
THIS BILL IS DUE "4955. 
RECEIPT 1S DESIRED, RETURN ENTIRE BILL WITH SELF. ADORESSED STAMPED ENVELOPES 
METER READINGS | HUNDREDS 
PRESENT | PREVIOUS | recisteneo 
353 323 a 
VAN @2 OCT 23 30 340 340 
METERED WATER RATES 
PER 100CU. FT. QUAR. 
ec 1,800,000 500,000 
MINIMUM BILLS $1.20 AND UP, ACCORDING TO SIZE OF METER. 
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record (Exhibit 2) bill with cashier’s stub (Exhibit 3) and de- 
linquent notice with cashier’s stub (Exhibit 4). By printing the 
bill on postcard stock, it is possible to mail these postcard bills 
under a first-class one-cent permit. Exhibit 5 shows the reverse 
side of the office record. This same information is printed on all 
three parts of the bill, and serves to complete the postcard bill for 


mailing. 


RETURN THIS 
STUB WITH 
REMITTANCE 


YOUR ACCOUNT, WHICH WAS OUE 


HAS PROBABLY BEEN OVERLOOKED. WE WILL 
APPRECIATE REMITTANCE ON OR BEFORE 


AMOUNT DUE $. 


OUR DESIFE TO FURNIGH UNINTERRUPTED 
SERVICE, BUT SHOULD THE ACCOUNT REMAIN 
UNPAID ON THAT DATE. AN ADDITIONAL CHARGE 
oF $1.00 WILL BE MADE, ANDO THE ACCOUNT 
GIVEN TO A TURNKEY FOR COLLECTION. 


THIS BILL CAN BE PAID ONLY AT THE 
OFFICE OF THE 


DEPARTMENT OF WATER WORKS oF 
144 CITY HALL, CINCINNATI, O. ° WATER WORKS 


Exuisit 4 


65402 260 WONNER 
M-43735 A SKITA & Wh ROULFING 
77095 227 GILMAN AYE 
CINCINNATI O 
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All meter cards were eliminated and meter record books are 
now used, which are taken into the field daily for the routes to be 
read, and upon return to the office are checked and the consump- 
tion computed. The charges are entered in the books which are 
then passed to billing machine operators for completion of the 
bills. 

Bills are inserted in so-called public utility billing machines and 
the dates and numbers of the present and last meter readings are 
noted, together with the consumption and the amount. These three- 
part bills are completed in one operation with the same informa- 
tion automatically noted on each unit, thus preventing possibility 
of error. This information is automatically repeated on the office 
record and by means of carbon to a recapitulation sheet. The de- 
linquent notice is filed until it is required at the expiration of the 
payment due date. The sales sheet is totaled as to consumption and 
amount and this becomes the charge against the accounts clerk. 

The city has been divided into nine zones, and as there are ap- 
proximately 90,000 accounts, bills are mailed on 10,000 accounts 
every ten days. Three account clerks are now performing the 
work for which formerly eight were required and each of these 
clerks has a recurring billing period ; one has bills rendered on the 
fifth of the month, a second on the fifteenth and the third on the 
twenty-fifth, and bills are rendered every month for three months’ 
service, for which he has been charged by the general bookkeeper. 

Payments, when received, are distributed into the zones con- 
trolling the accounts and passed to the account clerks, who re- 
move the office records corresponding to the stubs. The office 
records are then totaled to prove the cashiers’ totals, after which 
they are stamped “Paid-date” and filed. The remaining office 
records in the account clerks’ files represent unpaid accounts at all 
times, thus expediting the mailing of delinquent notices, together 
with collection follow-up on these accounts. This procedure also 
provides for a daily balance, as each operation is proved as it 
progresses. 

The installation in the Department of Water Works presented 
a personnel problem, which was handled in a very tactful manner. 
As the changes progressed, the Civil Service Commission was 
called into consultation and agreed that any employes, whose posi- 
tions were eliminated, would be given first consideration as open- 
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ings developed in other branches of municipal service. With this 
cooperation, from July 15, 1930, to February 15, 1931, out of a 
total of eighty-nine employes, forty-seven positions were elimi- 
nated and each employe dismissed was taken care of through 
transfers and changes in classifications, properly authorized by the 
Civil Service Commission. It was especially pleasing to accom- 
plish this end, owing to the unemployment situation. 

As each method of operation was studied, mechanical devices 
were installed to expedite each step of routine work. It was 
found that it required three hours per day to open mail manually, 
whereas an electric letter opener now performs this work in fif- 
teen minutes per day. The distribution of cashiers’ payments and 
the arrival at a pre-determined total for cashiers by zones, has 
been expedited by means of a non-listing adding machine. Prepa- 
ration of checks for bank deposit, which work has increased tre- 
mendously under the quarterly billing plan, has been facilitated 
through the use of an electric endorsing machine, which endorses 
the checks, while they are being listed on the bank deposit sheets. 
Bills, formerly delivered personally by meter readers, are now be- 
ing mailed, postcard bills being used which permit of a one-cent 
first-class postage permit. This permits of a uniform meter read- 
ing schedule, so that the meter readers confine their activity only 
to reading and inspecting meters and not devoting 25% of their 
time to the delivery of bills. 

The adaptation of mechanical equipment, with modern account- 
ing systems in the Department of Water Works has resulted in 
the reorganization of the department to the extent that enough 
office space has been released to permit of all offices of the Water 
Works being assembled in one suite of offices, providing perfect 
coordination and a substantial reduction in rental. Further, with 
mechanical devices performing the big job, a course of training 
has been given each employe so that each member of this organi- 
zation realizes the part he plays in the performance of his division 
and turns out an intelligent job. The reduction in personnel is 
resulting in savings to the city of not less than $125,000 per year 
and was the immediate cause of a reduction in rates to water con- 
sumers on May I, 1931. 

The procedure here described shows what can be done to improve 
municipal accounting by the application of mechanical equip- 
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ment. Uses other than general accounting may be found. For 
instance, pay-rolls and checks are being made up on accounting 
machines at one operation, providing the Treasurer with a dis- 
bursement record as well as the Auditor with a cash journal for 
those payments. 

However, it should be borne in mind that the improvement of 
accounting methods and routines requires something more than 
the existence of suitable accounting machines. The adaptation 
of these machines to the work to be done, the organization of this 
work, the training and supervision of operators and the many 
other problems connected with the modernization of the account- 
ing set-up require ability, judgment, experience and other human 
factors not supplied by machines. Only when the accountant has 
made the best possible use of the mechanical accounting methods 
now available should he feel satisfied with his results. 
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ACCOUNTING FOR MUNICIPAL RELIEF EXPEN- 
DITURES 


By Lawrence G. Flick, Manager, New Haven Office, 
International Business Machines Corporation 


Since 1929 there has been a tremendous increase in monies ex- 
pended for all types of relief. This statement needs no further 
elaboration. In the City of New Haven, Conn., a department 
which formerly disbursed approximately $40,000 a year now finds 
itself required to spend and account for well over a million dollars. 
A former load of a few hundred cases has risen to over four 
thousand cases and is still going in the wrong direction. The 
$40,000 which formerly lasted for a year is now completely con- 
sumed during the third week in January. And locally, at least, 
the end is not yet in sight. Under the strain of such a tremendous 
increase in the number of cases, methods which had been ade- 
quate became obsolete and have been, or are being, replaced by 
faster and more effective systems of procedure. The progressive 
executives of the City of New Haven realized the need for ade- 
quate records and control, as well as changes in the investigation 
procedures. The method which is described below has been in 
effect for nearly two years. 


The Structure of a Relief Organization 


For the benefit of the uninformed, a brief description of the 
organization set-up and procedures should not be amiss at this 
point. Direct relief, as distinguished from other types, consists of 
disbursing directly to the client (charity case) commodities such 
as food, clothing, medical supplies, fuel, light, etc., and supplying 
necessary services such as hospitalization, medical aid, rent, shelter. 
In other words, the city is called upon to supply all of the basic 
requirements of life to its indigent. An idea of the variety of 
items issued can be obtained from the class code which follows 
in a later paragraph. There are two methods of handling the dis- 
bursement of commodities. First, the city may own and operate 
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a commissary from which the issues are made directly in kind. 
Second, the city may provide its clients with purchase orders on 
chosen vendors, who, in turn, supply the actual commodities re- 
quired. The second method is the one which is in use in the case 
under consideration, 

Obviously, the issuing of vast amounts of orders cannot be 
loosely done. Even with the best of intent and supervision, un- 
deserving cases will obtain undeserved relief; and human frailty 
will open the way to questionable transactions. These leaks must 
be kept at a minimum in order that relief may be administered 
at the lowest possible cost where it will do the most good. Also 
an earnest and constant effort must be made to rehabilitate clients 
who have been unable to stand under the tremendous strain of the 
past few years. 

All of this work is entrusted to and handled by the Depart- 
ment of Investigation. A staff of trained social workers under 
the supervision of divisional investigators, and a chief investigator, 
devote all of their time to investigating constantly, all cases on the 
relief rolls. New cases are opened, old cases closed or reopened, 
by these social workers. After each visit, a complete report of 
the findings is typed and filed for future reference and study. 

Let us take a specific case. John Jones applies for aid. If his 
need is urgent, he may be given an emergency order for groceries, 
pending a thorough study of his case. An investigator calls and 
finds Jones living in dire circumstances with a wife and four chil- 
dren. Two of these children were born in an adjoining town and 
the investigator notes this carefully so that the town in question 
may be billed for its share of the expended relief. Jones himself 
is not a citizen and again this is noted since, under the law, the 
state must repay the city for the money expended on him. The 
investigator then budgets the family’s requirements. So much for 
groceries, so much for coal, so many pairs of shoes, etc., goes 
the story, which is then sent to the accounting department for fur- 
ther handling. The discussion of this important phase of relief 
work could be continued indefinitely with many interesting stories 
of specific cases, but space and time make it imperative that we go 
on to the second phase of the work of the Department of Chari- 
ties, namely the production of orders and the accounting for ex- 
penditures. 
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Functions of the Accounting Department 


From an accounting standpoint the entire procedure consists of 
the following functions : 

a. The establishing of a control over all emergency orders. 

b. The mechanical preparation of the orders. 

c. The analysis of orders for statistical purposes. 

. The analysis of orders for accounting and budgeting pur- 
poses. 

e. The preparation of reports as required by F.E.R.A. for reim- 

bursement. 

f. The preparation of bills to towns for their share of expen- 

ditures made. 

g. The preparation of a bill to the state for state cases handled 

by the city and for which reimbursement is due. 

h. The checking of bills received from vendors who filled the 

emergency orders. 

i. The maintenance of history records showing for each client, 

what, how much, and when relief was issued. 

As will be seen later, this is all done quickly and accurately by 
means of tabulating cards. The department does not (with some 
minor exceptions) pay or receive money. This work is done by 
the city controller. The records in the accounting department are 
merely detailed subsidiary ledgers which are absolutely necessary 
both to control expenditures and to obtain reimbursement from 
the federal, state, and other municipal governments. 

The Charity Department consists of two sub-departments: the 
investigating staff, which determines who shall receive what; and 
the accounting department, which sets up and accounts for the 
orders which the investigators have authorized. Both of these 
sub-departments head up to the Superintendent of Charities who 
is required by law to see that no worthy applicant is refused assist- 
ance; who is responsible for the proper accounting of monies 
expended, and for the maintenance of a reasonable degree of 
quality in the commodities issued; and who handles directly the 
various related municipal institutions such as the poor farm, etc. 


The Master Card 
The master tabulating card, shown as Exhibit I, is the document 
of original entry. The investigator’s report states, for example, 
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that John Doe living at 35 Smith St. has been set up as History 
No. 10010. No member of his family has even been a client 
before. Therefore, his family number is 01. The investigator 
has allowed him a weekly grocery order of $4. Of the four 
members of his family, one was born in an adjoining town and 
one is an alien. 

The key-punch operator enters all of these facts into the card 
by means of punched holes. She also codes Joseph Lupino, who 
has been assigned number 1000, as the vendor. In the meanwhile, 
the state has been notified of its responsibility for one-fourth the 
expenditure and has assigned its number 35609 to the case. The 
punched card carries all of this information in unchangeable form 
and, until a change in status is reported by the investigator, this 
family will continue to receive a weekly grocery order of $4. 


Commodity Code 

The following code, which is used to define the various types of 
services and commodities will convey an excellent idea of the many 
forms of relief which are being supplied to clients today. A 
monthly average of 20,000 individual items is approximately nor- 
mal at the present writing. 

CLASS CODE 
City of New Haven 
Department of Charities and Correction 


o1. Superintendent's Office II. 
02. Springside Home 12. Clothing 
03. Springside Farm 13. Doctor 
04. Provisions—Grocery 14. Hospitalization 
Orders 15. Individual Food and Shelter 
05. Rent 16. Medical Supplies 
06. Fuel 17. Miscellaneous Individual Re- 
07. Milk lief. 
08. Electricity and Gas 18. Maintenance of Piggery 
09. Miscellaneous 19. Insurance 


10. Furniture 

Under each of these classes we have a listing of the particular 
items supplied. By adding two digits to a class code number we 
provide for each commodity an item code number. 
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Daily Relief Statistics 

As we have seen above, a master card is prepared as each case 
is approved by the investigators. Similarly, as cases are taken off 
aid the master cards prepared at some past date are removed from 
the master card file. This routine procedure applies to some 85% 
of all items handled, such as groceries, fuel, light, milk, rent, etc., 
where relief is issued periodically in predetermined amounts. 

In addition, emergency orders are issued in case of urgent need 
as already explained. Also, certain items such as eye glasses, 
shoes, medical supplies, etc., are not needed periodically and orders 
are issued once only. In these cases, orders are prepared manually, 
and a punched card is produced from a duplicate of the original 
order. 

All cards, both master and detailed, are taken daily, and run 
through high speed accounting machine by classes of relief. The 
resulting journal sheets are posted to control ledgers. The master 
cards are filed in history number sequence, in the master card 
file. The detailed cards for emergency and miscellaneous orders 
are filed in a detailed transaction file for subsequent analysis. 
Exhibit 2 shows the daily statistical report which is a bi-product 
of the journal run. 


The Mechanical Preparation of Relief Orders 

All repetitive orders are issued periodically by the investigators, 
usually from the fire houses in the various districts. Before the 
burden became too great, clients called at the City Hall on specified 
days each week and presented themselves at a window similar to a 
cashier’s cage. There, an investigator had a ledger card for each 
client on which the pertinent data were written. From this, he wrote 
a relief order for the client and entered the transaction on the ledger 
card. Inasmuch as these ledger cards were also used for account- 
ing, they frequently were not readily available when needed, re- 
sulting in long delays and unnecessary issuing of emergency 
orders. Also, investigators were spending a great deal of time 
writing, and too little time investigating. Under these conditions 
it took as many investigators and as much time to handle the case 
load as is now required with a much larger load. The congrega- 
tion of larger groups of persons waiting for long periods of time 
caused dissatisfaction and disorder. 
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With the installation of tabulating machines, this picture 
changed. A day before orders were to be issued, the master card 
file was placed in a machine which reproduced each master card 
in detail at a high rate of speed. Thus, there was created in a 
few hours, a new set of cards identical with the master cards in 
every respect except order number. These order numbers con- 
tinued in serial order sequence. The master cards were then re- 
turned to the master file. 


The newly created detail cards represented the new commit- 
ments about to be made by the department. They were placed 
in a high speed machine and orders similar to Exhibits 3 and 4 
were produced in approximately two hours. In other words, 
what formerly had required the attention of five persons for five 
days was now done in two hours. The orders were tamper proof 
and no human error such as a false posting or an illegible order 
was possible. No order could be produced unless an investigator’s 
instructions had first caused to be set up, a master card in the 
master control file. No amount could be altered. No order could 
he issued except to an accredited client. And the entire procedure 
could be quickly traced back to the originator’s order on the ac- 
counting department. 


The orders (automatically arranged in numeric sequence and 
by district) are given to the proper investigator for distribution 
to clients. Uncalled-for orders are investigated and the proper 
action is taken. In case a client is taken off aid, the order is 
returned to the accounting department, the detail card is removed 
from file, and a proper adjusting entry is made in the control 
ledgers. Failure to call for orders has proved to be a rare phe- 
nomenon up to the present writing. 


A brief study of the order itself is worthwhile. The bulk of 
all relief orders are grocery orders as in Exhibit 3. History num- 
bers have been used for years to identify clients. Merchants, 
however, had never been coded. At the time of the change 
which is being described, each vendor was given a code number 
and notified that he would not be reimbursed for orders which had 
been issued on other vendors. The amount of the order is 
printed on a tamper proof base which cannot be altered. Exhibit 
4 is more or less self-explanatory. It differs from the grocery 
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order in that it is used for recurring items other than grocery 
orders. 

The detail cards, having produced the individual orders, are 
run through the accounting machine once again to produce the 
voucher register, which is shown as Exhibit 5 and is self-explana- 
tory. The grand total amount of the register must check with 
the master card file control total, and must balance with the grand 
total obtained when the order themselves are produced. Thus, 
there is at all times an absolute control by commodities of all 
relief issued in the form of orders, together with a detailed reg- 
ister of each commitment made by the city. 

The same detailed cards are now mechanically sorted into se- 
quence by history number. In other words, the cards are re- 
arranged at a high rate of speed into order by clients and then 
used to produce a register showing the type of charity, date of 
issue, order number, and amount of each relief issue made to 
each client. This register also will balance in total to the control 
total figure previously established for the master card file. The 
data contained on this report, is in the same sequence as the his- 
tory cards, and is posted to them. The history card is used by the 
investigator as a guide in determining future budgets. It shows 
under columnar headings, the amount issued each week under 
major class groups, to each client. 

The cards are now filed with the emergency and miscellaneous 
detailed cards, pending the preparation of weekly, monthly, and 
quarterly reports. 


Weekly Statistical Summary and Expense Analysis 


A weekly recapituation is made of the daily statistical report 
shown in a previous section of this paper. This report shows in 
total, by classes, the increase or decrease in case loads. 

The cards which have accumulated in the detail file for the 
current week, are sorted into charity, class and item order by the 
sorting machine and an Expense Analysis Report shown as Ex- 
hibit 6, is prepared by the accounting machine. The machine adds 
and prints the accumulated totals for each relief item such as coal, 
oil, kerosene and wood, and accumulates and prints the totals for 
each class of relief such as fuel, light, etc. Finally, the grand 
total of all expenditures is produced and will balance to the totals 
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of the current daily registers previously prepared. It will be noted 
that the accounting machine not only prints the detailed class and 
item breakdowns, but automatically separates those into reimburse- 
ment amounts (representing the amount which will be returned 
to the city when properly billed), the amounts directly issued by 
the city, and the total. 

Throughout the entire procedure, it will be noted that the orig- 
inal entry of the transaction as authorized by the investigator and 
as punched into a tabulating card, produces all subsequent reports 
without further manual effort. Errors in rearranging and trans- 
ferring data are eliminated, and all reports balance with the initial 
control totals. 


EXPENSE ANALYSIS. 
Week Ending 1/26/35 


Reimbursement New Haven Total 
t Amount Amount 


Food 


Groceries 
Meals 
Single Ken 
Milk 


Total 


Electricity 
Ges 


Total 


Grand Totals 
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Budgetary Control 

Weekly and monthly, the same current detailed cards which 
produced the foregoing results, are sorted into main charity 
classes. The accounting machine accumulates the various totals 
by charity class and prints them in numeric sequence as shown in 
the Exhibit 7. In the case under discussion, the total expendi- 
tures and available balances under each class, are entered and com- 
puted manually. This work can be done (and is being done else- 
where) automatically by means of direct subtracting accounting 
machines which prepare the entire report as outlined, without any 
manual effort whatsoever. 

The value of the expense analysis and the budgetary control 
record is so obvious as to make further comment unnecessary. 
The Superintendent and the Board of Charities thus have avail- 
able at all times prompt, detailed, accounting data, based on fully 
controlled relief disbursements. Steps can be taken immediately 
to keep commitments within budgets, or. as has been the case 
more often, to notify the financial authorities promptly, in order 
that they may provide for demands which are running ahead of 
estimated amounts. 


Summary of Expenditures 


This report is a monthly recapitulation of total expenditures 
and is typed from the several related detailed reports. Also, it 
includes a summary of the number and amount of emergency 
orders issued. The latter information is an important factor in 
determining the efficiency or adequacy of the investigating staff. 
Inasmuch as emergency orders are issued only before an adequate 
investigation has been made of a case, any great increase in the 
number of such orders issued, will indicate a breakdown of inves- 
tigating procedure. Emergency orders must be controlled care- 
fully and kept at a minimum and a prompt analysis of the number 
and amounts of such orders is an important factor in the proper 
control of the department’s activities. 


F.E.R.A. Reports 


Under the existing procedure the State F.E.R.A. receives a 
lump sum monthly from Washington for partly reimbursing the . 
various municipalities for their current relief expenditures. The ee 
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sum released by Washington varies but, in general, an effort is 
made to assume one-third of the cash burden of the local municipal 
relief agencies. Actually, the municipal governments are reim- 
bursed on the basis of two ratios. One part of the monthly 
F.E.R.A. state allotment is reimbursed on the ratio of municipal 
case load to total state case load. The remainder of the allot- 
ment is reimbursed on the ratio of local cash expenditures to total 
state expenditures. F.E.R.A. Form No. 1 is prepared monthly 
from the related statistical and accounting records already de- 
scribed. It shows the case load in detail, number of persons 
affected, total expenditures, and other pertinent data. 

Inasmuch as the State F.E.R.A. relies on the reported figures 
for its apportionment of the monthly allotment, a great deal of 


SUMMARY OF EXPENDITURES. 
January ,1935. 


A. All Orders No.Of Orders Total amount 


lst Week 
2nd Week 
3rd Week 
4th Week 
Sth Week 


Total 

B, Emergency Orders (included above also.) 
lst Week 

2nd Week 

Srd Week 

4th Week 

Sth Week 


Total 
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emphasis is placed on the type of accounting which is used to 
prepare the final figures. Frequent audits by field auditors are 
made and it is gratifying to note that the basic routine as outlined 
herein has met with the enthusiastic approval of the field auditors 
of the state, as well as that of the F.E.R.A. 


Checking of Bills—Accounts Payable 


Monthly, the same detailed transaction cards which have pro- 
duced all of the foregoing records, are sorted mechanically by 
order number and vendor. An itemized list, as illustrated in 
Exhibit 9, is prepared by the accounting machines which shows, 
in numerical sequence, each order issued on the vendor. In addi- 
tion, the date issued, the client to whom issued, and the amount 
of each order are shown. These lists are compared with the 
vendor’s bills before the latter are passed to the controller’s de- 
partment for payment. This list also proves of value in cases 
where vendors feel they are being discriminated against as it is 
an irrefutable statement of the number and amount of orders for 
which the city stands committed in each case. 


Monthly Town Bills 


Previously, it was pointed out that relief expenditures made for 
non-residents were charged back to the towns of which the clients 
are residents, provided their towns are located within the state. 
Out-of-state residents and aliens are considered state charges and 
will be dealt with in a later paragraph. 

Inasmuch as there is a statute of limitations, it is important 
that town bills be rendered promptly and accurately. Prior to 
the use of tabulating cards it was not only difficult to get town 
bills out on time, but it was too often the case that many charges 
against the towns were lost entirely in the shuffle. Considerable 
money which should have found its way back into the city coffers, 
was lost beyond redemption. 

Under the present procedure, the monthly accumulation of de- 
tailed cards is sorted mechanically into arrangement by charity 
class and item, history number, and towns, and bills are prepared 
for each town as shown in Exhibit 10. The exhibit is self-explan- 
atory and shows in great detail all of the claims which the city has 
against the town which is being billed. Disputes have been re- 
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duced to a minimum and the city government is assured that it 
is not making expenditures for non-residents, without proper 
reimbursement. 


Quarterly State Bill 


As in the case of the town bills described above, the state must, 
under the law, reimburse the city for all aliens and non-residents 
of the state who are being given relief by the Department of 
Charities. Most frequently, only one or two members of a family 
come under this heading, while the remainder are local cases for 
which the city is not entitled to reimbursement. A glance at the 
master card will show that both the state share and town share 
(persons and money) have been set up on and punched into the 
card at the time the case is first set up. Consequently each de- 
tailed card when it is reproduced from the master card, has cut 
into it, the amount of reimbursement due from the state. 

Here again both speed and accuracy are essential. Some 50,000 
individual transactions must be correlated and accumulated. 
Manually, the task was practically impossible and much money 
was lost because of failure to distribute the details properly or 
because it was impossible to prove to the satisfaction of the state 
auditors that the charge was a just one. 

It is now a simple matter at the end of each quarter, to sort the 
cards into proper arrangement, place them into the accounting 
machine, and print the state bill in all its detail. 


Conclusion 


The procedure as presented above may sound somewhat com- 
plicated. In actual practice it is simple, unbelievably rapid, and 
positive. It requires neither a highly trained personnel nor a 
great amount of accounting knowledge. It is almost entirely 
mechanized and consists largely of placing cards in machine hop- 
pers, pushing a starting switch and removing the finished account- 
ing records from the printing mechanisms. Machines do the 
segregating, and correlating of the cards at a tremendous speed. 
Machines reproduce cards without human effort. Machines add 
and subtract cards at a speed of one hundred fifty items a minute. 
The same machines stop automatically at the end of each group 
and print the desired results at eighty writing lines a minute. 
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Consequently all of the results described herein can be obtained 
not only at a high rate of speed so that reports are received where 
they are of value and while timely action can be taken; but also, 
at a cost which it is difficult to approximate under any less highly 
mechanized method of procedure. 
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